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The relationship between the central and local governments has been an
important part of China's economic system reform.Especially after the reform of the
tax system in 1994, the relationship of income distribution between the central and
local governments has been clear about, and local governments gradually have the
control of fiscal revenue.Because of the chasing to local economic interests and the
officials performance the local government tax competition continues to intensify,and
the negative effects of the economic growth in China are also highlighted.The central
financial transfer payment plays an important role in regulating the local financial
revenue and expenditure.Therefore, it is very important to study the influence of the
central place on the local transfer payment and the competition of local financial
expenditure.
This paper studies the influence of the central transfer payment on the local
financial expenditure competition.Firstly,based on analysis of literature and data,this
paper clarifies the form changes ,system evolution and current situation of the central
government transfer payment.Secondly, this paper analize the status of financial
expenditure on the basis of different regions and categories. Finally, based on the
analysis of the influence mechanism of the central transfer payment on local fiscal
expenditure competition, through the establishment of a spatial panel model, using the
provincial data from 1995 to 2009 , this paper studies the influence of the central
transfer payment on the local fiscal expenditure competition in 15 years empirically,
then draw the conclusion,and put forward the relevant policy recommendations.
The results of this study show that：in the premise of tax competition, the central
government transfer payment has important influence on the local government
spending competition,but the influence is affected by the region and type.（1）Overall,
the increase in the total amount of the central transfer payments will exacerbate the
local government's spending on competition,but there are significant differences in the
influence of various types of transfer payments.（2）In the eastern and middle region
central transfer payment plays an increasing and weaken role in local expenditure
competition.The role of the transfer payment in the western region is not determined.
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